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RUG LIMITED 


AND SUBSIDIARY COMPANIES 


Corporate Information 


Board of directors 


Robert S. Caine, 

Senior Vice-President, Peerless Rug Limited 
George J. Fisher, 

Executive Vice-President and Secretary, 
Peerless Rug Limited 

Bram Garber, 

President, Peerless Rug Limited 

J. A. Yvon Hébert, 

Vice-President, Sales and Marketing, 
Peerless Rug Limited 

Robert B. Jablow, 

President and Treasurer, 

Sweetwater Carpet Corp. 

Jean Lafleur, 

Partner, Gagnon, Lafleur & Associates 
Elsa Nusblatt, 

Executive, Sweetwater Carpet Corp. 
Ivan E. Phillips, 

Partner, Phillips & Vineberg 

Bernard Pollack, C.P.A., 

Senior Partner, Bernard Pollack & Company 
D. Miles Price. 

Managing Director, Merrill Lynch White 
Weld Capital Markets Group 

Jerome B. Shulman, 

Executive Vice-President, 

Sweetwater Carpet Corp. 


Officers 


Bram Garber, 

President 

George J. Fisher, 

Executive Vice-President and Secretary 
Robert S. Caine, 

Senior Vice-President 

J. A. Yvon Hebert, 

Vice-President, Sales and Marketing 
Brian McGrath, 

Vice-President, National Distribution 
L. J. Owen, 

Vice-President, Export Sales and Marketing 
David H. Arditi, 

Vice-President Finance and Treasurer 
Stanley Weigen, 

Vice-President, National Accounts 
Roger Roux, 

Vice-President, Operations 

Claude Fontaine, 

Vice-President, Manufacturing 

Allmon Knight, 

Vice-President, Engineering 

Gisele Dessureault, 

Assistant Secretary 


Head office 


4 Dawson Street, Place Bonaventure 
Montréal, Québec H5A 1E8 


Transfer agents and registrars 


The Royal Trust Company 
Montreal, Halifax, Toronto, 
Regina, Calgary and Vancouver 
Co-Transfer Agents: 

Bank of Montreal Trust Company, 
New York City 


Share listing 


Common Shares 
Montréal and Toronto Stock Exchanges 


Auditors 


Price Waterhouse & Co. 
Chartered Accountants, 
Montréal, Québec 


Solicitors 


Phillips & Vineberg 
Montréal, Quebec 


As we complete our 26th year, | am pleased to be 
able to report that Peerless Rug Limited has enjoyed 
another successful year. Consolidated sales for the 
year ended February 29th, 1980 were $98 million 
compared to $73 million for the year earlier, while 
net earnings were $3,664,000 compared to 
$3,531,300. Earnings per share were $1.83, an in- 
crease of $0.07 per share from the level of $1.76 in 
the previous year. 


The results of the year reflect the dual effects of 
inflation and economic growth. Inflation, unhappily, 
exerted a greater impact on the industry than in pre- 
vious years. Our raw materials, almost totally derived 
from petro-chemicals, experienced a substantial rise 
in prices during the year. AS a consequence, the 
Carpet Industry was forced to absorb several large 
price increases in 1979, and to some extent, these 
were passed on to our market. Results for the year 
also include those of McGrath Carpets Ltd., our 
wholly-owned Western Distributor and Classic 
Wholesalers (Pty) Ltd., an Australian trading com- 
pany in which we now have an 80% interest. The 
same was not true for the year ended February 28, 
1979. The consolidation of these subsidiaries affects 
not only the sales, but all the other elements of earn- 
ings as well. An examination of the increases in our 
selling, administrative and financial expenses re- 
veals ample enough evidence of this. Earnings were 
also affected by rising interest rates and our high 
level of inventory. Interest on long-term debt shows 
a sharp increase as a result of our $6,000,000 bond 
issue, referred to in Note 4. We have mounted a ma- 
jor offensive aimed at reducing our inventory levels 
during this year. 


The above notwithstanding, Peerless Rug Limited 
did continue its pattern of winning a larger share of 
the Canadian market and we are now the largest 
Canadian Manufacturer of broadloom. As well, our 
export sales grew significantly during the year. 


Our Scatter Rug Division, although relatively small, 
is a leader in the Industry, and performed very well 
in 1979. It holds a large share of the Canadian 
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As this report is written, the Canadian Carpet I|n- 
dustry is in the midst of perhaps its slowest period 
ever, domestically. High interest rates have eroded 
consumer confidence and depressed housing starts 
and while some improvement is expected in the lat- 
ter half of the year, we do not expect to see any sig- 
nificant change before 1981. The export market has 
been impacted by severe U.S. competition as 
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Corporate Information 


Board of directors 


Robert S. Caine, 
Senior Vice-President, Peerless Rug Limited 
George J. Fisher, 

Executive Vice-President and Secretary, 
Peerless Rug Limited 

Bram Garber, 

President, Peerless Rug Limited 

J. A. Yvon Hebert, 

Vice-President, Sales and Marketing, 
Peerless Rug Limited 
Robert B. Jablow, 
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OTHER FINANCIAL DATA 
(in thousands) 


Working capital 


$14,473 


Property, plant and equipment (net) 


Medium and long-term debt 


15,031 W232 10,821 Wade WO") 
7,456 He MM 3,306 ) 219) 5,293 


Shareholders’ equity 


18,684 15,420 12,049 
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$40,035 $37,874 


32,430 30,677 
4,420 4,025 
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Officers 


Bram Garber, 

President 

George J. Fisher, 

Executive Vice-President and S 
Robert S. Caine, 

Senior Vice-President 

J. A. Yvon Hebert, 
Vice-President, Sales and Marké 
Brian McGrath, 

Vice-President, National Distrib 
L. J. Owen, 


efrata OC) oth = ola 


DO 
(ee) 
— 


SDs 2M > 6,325 N71 QO)  O,Z20// 


Capital expenditures 


4,556 2,503 
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“Adjusted to give effect to retroactive changes in accounting practices. 
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Approved by the Board: 


Bram Garber, Director 


George J. Fisher, Director 


Consolidated Balance Sheet 


as at February 29, 1980 


ASSETS 


Current assets: 


Accounts receivable $17,836,000 $15,910,200 


Inventories (Note 2) 30,916,200 22,149,000 


Prepaid and other items 481,300 395,100 
Pa Be ee eae a a 38,454,300 


Property, plant and equipment: 


22,500 16,400 


6,828,900 6,022,400 
20,959,300 17,411,400 
27,810,700 23,450,200 


Land 


Buildings 


Machinery and equipment 


12,780,000 11,138,400 
15,030,700 12,311,800 


$64,264,200 $50, 766, 100 


Less: Accumulated depreciation 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Current liabilities: 


Bank and other short-term borrowings (Note 3) 


re 


459,900 493,400 


1,025,000 1,025,000 


[—sescoo | sasco0 
[yrtssa200 [1.80200 


Accounts payable and accrued liabilities 
Dividend payable 
Income taxes payable 


Current portion of long-term debt 


Long-term debt (Note 4) 


Deferred income taxes 


Minority interest (Note 5) 


Shareholders’ equity: 


Share capital — 
Authorized — 
4,000,000 shares without nominal or par value, for an 
aggregate consideration not to exceed $25,000,000 
Issued — 
2,000,000 shares 


Contributed surplus 


Retained earnings 


Auditors’ Report 


To the Shareholders of 
Peerless Rug Limited: 


We have examined the consolidated 
balance sheet of Peerless Rug Limited as 
at February 29, 1980 and the consolidated 
statements of earnings, retained earnings 
and changes in financial position for the 
year then ended. Our examination of the 
financial statements of the company and 
those subsidiaries of which we are the 
auditors was made in accordance with 
generally accepted auditing standards, and 
accordingly included such tests and other 
procedures as we considered necessary in 
the circumstances. We have relied on the 
report of the auditors who have examined 
the financial statements of another 
subsidiary. 


In our opinion, these consolidated financial 
statements present fairly the financial 
position of the company as at February 29, 
1980 and the results of its operations and 
the changes in its financial position for the 
year then ended in accordance with 
generally accepted accounting principles 
applied on a basis consistent with that of 
the preceding year. 


Dae: 


Keree Watrhowrer 4, , 


Chartered Accountants 


Montréal, Québec, May 16, 1980 


Consolidated pe iGeee nel acer ae Dee, Tee ee 
Statement 


of Earnings Cost of sales 72,533,500 54,759,400 


for the year ended February 29, 1980 Administrative and selling expenses 15,501,100 10,429, 700 


Depreciation 1,736,900 1,428,400 


Interest on long-term debt 829,700 349,200 


Other interest 1,992,300 1,220,400 


Provision for income taxes: 


Earnings before the undernoted items 3,578,900 3,526,000 


Minority interest 13,500 


Equity in earnings of partly owned companies 71,600 


Earnings per share $ 1.83 
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Consolidated 
Statement of 
Retained Earnings 


for the year ended February 29, 1980 


ee ee 
[Resoucesprevied —SSOS~C~—“‘~SSC‘“‘*‘* 
i. 
Addition to working capital on full acquisition of . 
companies previously partly owned (Note 6) 99,800 155, 700 
ee fo a. 
Purchase of fixed assets 2,502,800 
oo a aa 


Increase in working capital 1,346,000 6,802,400 


13,127,200 6,324,800 


$14,473,200 $13,127,200 


Working capital at beginning of year 


Working capital at end of year 


Consolidated 
Statement 

of Changes in 
Financial Position 


for the year ended February 29, 1980 


Notes to Consolidated 
Financial Statements 


February 29, 1980 


1. Significant accounting policies: 


Principles of consolidation — 

The consolidated financial statements include the 
accounts of the Company and all its subsidiaries. 
Foreign currency accounts are translated into 
Canadian dollars under the current/non-current 
method of accounting. 


S 


Inventories — 

Inventories of raw materials and goods in process are 
valued at the lower of cost and replacement cost and 
inventories of finished goods at the lower of cost and 
net realizable value. Cost has been determined on the 
first-in first-out basis for raw materials and on an 
average cost basis for work in process and finished 
goods. 


(c) Property, plant and equipment — 
Property, plant and equipment includes the cost of 
production facilities, renewals, betterments and the 
gross amount of assets under leases which transfer 
substantially all the benefits and risks incident to 
ownership of property. Repairs and maintenance are 
charged to income as incurred. Depreciation charged 
to operations is based on straight-line rates of 2%2% 
for buildings and 9% for machinery and equipment. 
Gains and losses on disposal of fixed assets are 
included in earnings and the cost and accumulated 
depreciation related to these assets are removed from 
the accounts. 


iS 


(d) Income taxes — 


Deferred income taxes arise as a result of claiming for 
income tax purposes maximum Capital cost 
allowances which have been in excess of depreciation 
recorded in the accounts. Investment tax credits are 
recognized, when claimed, as a reduction of income 
taxes. 


2. Inventories: 


Se Se iss 
$1 1,266,500 
| 830,016,200 | 822,149,000 
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3. Bank indebtedness: 


The demand bank loan and term bank loans are 
secured under Section 88 of the Bank Act and under a 
general assignment of book debts. 


4. Long-term debt: 
[2 ie = See bec 1979 
Term loans, due 
1980/83 — 
At 1%% over prime 793,300 | 1,373,300 
11%% sinking fund, 
bond Series “A” 
maturing in 1992 — 
5,000,000 
refinanced by a further 
amount to be drawn 
6,000,000 | 5,320,600 
First mortgage loans ae 86,800 
due 1990 at 9% 
interest (US$540,000) 
Capitalized lease 
contracts 1980/86 555,800 442 300 
Other secured loans 
64,100 117,000 
Unsecured note due in 
November 1981 
|__| 8,868,000 | 9,076,700 
Less: Current portion 1,112,700 | 1,919,700 
Amounts required to repay principal in the next five 
fiscal years are: 1981 — $1,112,700; 1982 — $650,300; 


Bank loans (Note 3) — 
At 10%% interest $ 366,700 | $1,466,700 
first mortgage 
Amount drawn down 
Current liabilities to be 
down 1,000,000 | 5,320,600 
First mortgage loans, 
619,100 
(US$56,000) 
without interest 170,000 270,000 
P| 87,456,300 | $7,157,000 
1983 — $491,000; 1984 — $510,600; 1985 — $605,900. 


5. Minority interest: 


The account represents £257,000 6%4% redeemable 
cumulative preferred shares of a subsidiary, being 
redeemed annually at the rate of £25,700 and a 20% 
interest in another subsidiary. 


Acquisition of Classic Wholesalers (Pty.) Ltd.: 


In 1979 the Company acquired an 80% interest in this 
Australian trading company, 40% in March and 
another 40% in December; consideration of $210,000, 
paid in cash, was the equivalent of the book value of 
the underlying net assets. The Company’s share of 
Classic’s income has been included since March 
under the equity method, and, from December, 
through full consolidation. 


Commitments and contingent liabilities: 


There are operating lease commitments amounting to 
$670,600 in fiscal 1981 with decreasing annual 
amounts until 1990. 


Subsequent events: 


In May 1980, the Company sold the business and 
operating assets of the “LaSalle Blankets” division for 
an amount not less than the net book value. 


In April 1980, the Company confirmed its expansion 
plans for the construction of a yarn mill at Wickham, 
Québec for an estimated expenditure of some $6.3 
million, whereof about $700,000 has already been 
invested. Federal and Québec government grants 
therefor, aggregating $2.8 million have been 
approved; such grants have certain conditions 
attaching which, in the opinion of the directors of the 
Company, do not alter current or proposed operating 
practices. 


Arrangements were concluded in March 1980 for 
mortgage financing of the above proposed yarn mill 
operations, for an amount of up to $5 million at a 
floating interest rate, maturing in 1990. 


Statutory information: 


There are eleven directors (four of whom are also 
officers) whose remuneration as directors aggregated 
$24,500 in fiscal 1980 ($22,400 in 1979) and thirteen 
officers whose remuneration as officers aggregated 
$767,200 in 1980 ($624,500 in 1979). 
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